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its entirety.
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In the opinion of Bond Counsel, under current law and assuming the compliance with certain covenants by
and the accuracy of certain representations and certifications of the City and other persons and entities
described in the section herein "TAX EXEMPTION — 2010E BONDS", interest on the 2010E Bonds (a) is
excludable from the gross income of the owners of the 2010E Bonds for federal income tax purposes under
Section 103 of the Internal Revenue Code of 1986, as amended (the "Code"), and (b) is not a specific item of
tax preference for purposes of the federal alternative minimum tax imposed on individuals and corporations.
Bond Counsel is further of the opinion that interest on the 2010E Bonds is excluded from the adjusted current
earnings of certain corporations for purposes of computing the alternative minimum tax imposed thereon.

In the opinion of Bond Counsel, under current law, interest on the 2010F Bonds is includable in gross income
for federal income tax purposes.

Bond Counsel is further of the opinion that interest on the Bonds is excludable from gross income for
purposes of income taxation by the Commonwealth of Virginia (the "Commonwealth").

Bond Counsel expresses no opinion regarding any other tax consequence related to the ownership or
disposition of, or the accrual or receipt of interest on, the Bonds.

See the sections herein "TAX EXEMPTION — 2010E BONDS" and "TAX MATTERS - 2010F BONDS,"
respectively, regarding other tax considerations.

The Bonds are general obligations of the City. See the section herein "SECURITY FOR AND SOURCES
OF PAYMENT OF THE BONDS."

See inside front cover.

Ordinance Nos. 43,686 and 43,729, adopted by the City Council of the City on December 8, 2009 and
February 9, 2010, respectively.

The City will use these proceeds to (i) finance capital projects and (ii) pay the underwriter's and original issue
discount(s), as appropriate, and costs of issuance of the Bonds. See the section herein "APPLICATION OF
THE PROCEEDS OF THE BONDS."

Interest on the Bonds will be payable semi-annually on September 1 and March 1, commencing September 1,
2010.

Book-Entry-Only; The Depository Trust Company. See the section herein "BOOK-ENTRY-ONLY

SYSTEM."

On or about February 25, 2010.

McGuireWoods LLP, Richmond, Virginia.

Public Financial Management, Inc., Arlington, Virginia.
Director of Finance of the City.

Director of Finance of the City. (757) 664-4346.

BB&T CAPITAL MARKETS,
a division of Scott & Stringfellow, Inc.

Dated: February 10, 2010



CITY OF NORFOLK, VIRGINIA

$5,000,000
General Obligation Capital Improvement Bonds,
Series 2010E (Tax-Exempt-Recovery Zone Facility Bonds)

(Base CUSIP Number 655867)

Maturities, Amounts, Interest Rates, Yields and Prices

Year of
Maturity Principal Interest CUSIP
(March 1) Amount Rate Yield Price Suffix
2012 $250,000 2.000% 0.710% 102.578% JP5
2013 250,000 2.000 0.950 103.115 JQ3
2014 250,000 2.000 1.250 102.929 JR1
2015 250,000 2.000 1.640 101.726 JS9
2016 250,000 2.500 2.070 102.420 JT7
2017 250,000 2.500 2.380 100.771 JU4
2018 250,000 3.000 2.650 102.512 Iv2
2019 250,000 3.000 2.850 101.067* JWO0
2020 250,000 3.000 3.020 99.827 JX8
2021 250,000 3.500 3.130 102.604* JY6
2022 250,000 4.000 3.220 105.472%* 173
2023 250,000 4.000 3.310 104.823* KA6
2024 250,000 4.000 3.400 104.178* KB4
2025 250,000 4.000 3.490 103.539* KC2
2026 250,000 4.000 3.580 102.903* KDO
2027 250,000 4.000 3.670 102.273* KE8
2028 250,000 4.000 3.760 101.647* KF5
2029 250,000 4.000 3.850 101.025* KG3
2030 250,000 4.000 3.930 100.476* KHI
2031 250,000 4.000 4.010 99.858 KJ7

"Priced to the first optional redemption date of March 1, 2018.

Redemption Provisions

The 2010E Bonds maturing on or before March 1, 2018, are not subject to optional redemption prior to
maturity. The 2010E Bonds maturing after March 1, 2018, are subject to optional redemption prior to their
respective maturities on or after March 1, 2018, at the option of the City, in whole or in part (in increments of
$5,000) at any time, at par plus the interest accrued on the principal amount to be redeemed to the date fixed for
redemption.

(i)



CITY OF NORFOLK, VIRGINIA

$5,000,000
General Obligation Capital Improvement Bonds,
Series 2010F (Taxable-Recovery Zone Economic Development Bonds)

(Base CUSIP Number 655867)

Maturities, Amounts, Interest Rates, Yields and Prices

Year of

Maturity Principal Interest CUSIP

(March 1) Amount Rate Yield Price Suffix
2012 $250,000 1.300% 1.300% 100.000% KK4
2013 250,000 1.850 1.850 100.000 KL2
2014 250,000 2.500 2.500 100.000 KMO
2015 250,000 2.900 2.900 100.000 KN8
2016 250,000 3.400 3.400 100.000 KP3
2017 250,000 3.750 3.750 100.000 KQl
2018 250,000 4.000 4.000 100.000 KR9
2019 250,000 4.350 4.350 100.000 KS7
2020 250,000 4.400 4.400 100.000 KT5
2021 250,000 4.500 4.500 100.000 KU2
2022 250,000 4.650 4.650 100.000 KVO0
2023 250,000 4.800 4.800 100.000 KW8
2024 250,000 4.950 4.950 100.000 KX6
2025 250,000 5.050 5.050 100.000 KY4

$1,500,000 5.600% Term Bond Due March 1, 2031, Priced at 100.000 to Yield 5.600% CUSIP Suffix: KZ1

Redemption Provisions
The 2010F Bonds are subject to mandatory, optional and extraordinary optional redemption prior to their

respective maturities as described herein in the section herein "DESCRIPTION OF THE BONDS — Redemption
Provisions."

(i)
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THE BONDS ARE EXEMPT FROM REGISTRATION UNDER THE SECURITIES ACT OF
1933, AS AMENDED. THE BONDS ARE ALSO EXEMPT FROM REGISTRATION UNDER THE
SECURITIES LAWS OF THE COMMONWEALTH OF VIRGINIA.

NO DEALER, BROKER, SALESMAN OR OTHER PERSON HAS BEEN AUTHORIZED BY
THE CITY TO GIVE ANY INFORMATION OR TO MAKE ANY REPRESENTATIONS OTHER
THAN THOSE CONTAINED IN THIS OFFICIAL STATEMENT, AND, IF GIVEN OR MADE, SUCH
OTHER INFORMATION OR REPRESENTATIONS MUST NOT BE RELIED UPON AS HAVING
BEEN AUTHORIZED BY THE CITY. THIS OFFICIAL STATEMENT DOES NOT CONSTITUTE
AN OFFER TO SELL OR THE SOLICITATION OF AN OFFER TO BUY, NOR SHALL THERE BE
ANY SALE OF THE BONDS BY ANY PERSON IN ANY JURISDICTION IN WHICH IT IS
UNLAWFUL FOR SUCH PERSON TO MAKE AN OFFER, SOLICITATION OR SALE. THIS
OFFICIAL STATEMENT IS NOT TO BE CONSTRUED AS A CONTRACT OR AGREEMENT
BETWEEN THE CITY AND THE PURCHASERS OR OWNERS OF ANY OF THE BONDS. THE
INFORMATION AND EXPRESSIONS OF OPINION IN THIS OFFICIAL STATEMENT ARE
SUBJECT TO CHANGE WITHOUT NOTICE, AND NEITHER THE DELIVERY OF THIS OFFICIAL
STATEMENT NOR ANY SALE MADE UNDER IT WILL, UNDER ANY CIRCUMSTANCES,
CREATE ANY IMPLICATION THAT THERE HAS BEEN NO CHANGE IN THE AFFAIRS OF THE
CITY SINCE THE DATE OF THIS OFFICIAL STATEMENT.

All quotations from, and summaries and explanations of, provisions of law and documents herein
do not purport to be complete and reference is made to such laws and documents for full and complete
statements of their provisions. Any statements made in this Official Statement involving estimates or
matters of opinion, whether or not expressly so stated, are intended merely as estimates or opinions and
not as representations of fact. The information and expressions of opinion herein are subject to change
without notice and neither the delivery of this Official Statement nor any sale made hereunder shall, under
any circumstances, create any implications that there has been no change in the affairs of the City since
the respective dates as of which information is given herein.

No dealer, broker, salesman or any other person has been authorized by the City or the successful
bidders to give any information or to make any representations with respect to the City or the Bonds
issued thereby, other than those contained in this Official Statement, and if given or made, such other
information or representations must not be relied upon as having been authorized by the City or the
successful bidders.

(iv)
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OFFICIAL STATEMENT

Relating to the Issuance of

CITY OF NORFOLK, VIRGINIA

$5,000,000 $5,000,000
General Obligation Capital Improvement General Obligation Capital Improvement
Bonds, Series 2010E Bonds, Series 2010F
(Tax-Exempt-Recovery Zone (Taxable-Recovery Zone
Facility Bonds) Economic Development Bonds)
PARTI
THE BONDS

The purpose of this Official Statement, including the financial information contained in Appendix
A attached hereto, is to furnish information in connection with the sale by the City of Norfolk, Virginia
(the "City") of its $5,000,000 General Obligation Capital Improvement Bonds, Series 2010E (Tax-
Exempt-Recovery Zone Facility Bonds) (the "2010E Bonds") and its $5,000,000 General Obligation
Capital Improvement Bonds, Series 2010F (Taxable-Recovery Zone Economic Development Bonds) (the
"2010F Bonds" and, together with the 2010E Bonds, the "Bonds").

The Bonds will be general obligations of the City to the payment of which the full faith and credit
of the City are pledged. This Official Statement has been authorized by the City for use in connection
with the sale of the Bonds.

The City has undertaken in the Ordinance, as hereinafter defined, to comply with the provisions
of Rule 15¢2-12 (the "Rule"), promulgated by the Securities and Exchange Commission (the "SEC") and
as in effect on the date hereof, by providing annual financial information and material event notices
required by the Rule. See Appendix C, "FORMS OF CONTINUING DISCLOSURE AGREEMENTS."

All financial and other information presented in this Official Statement has been provided by the
City from its records except for information expressly attributed to other sources. The presentation of
information is intended to show recent historic information, and is not intended, unless specifically stated,
to indicate future or continuing trends in the financial position or other affairs of the City. No
representation is made that past experience, as is shown by such financial and other information, will
necessarily continue or be repeated in the future.

This Official Statement should be considered in its entirety, and no one subject discussed should
be considered less important than any other by reason of its location in the text. Reference should be
made to laws, reports or other documents referred to in this Official Statement for more complete
information regarding their contents.



DESCRIPTION OF THE BONDS
General
The Bonds shall be dated the date of delivery, and shall be payable in annual installments, subject
to prior redemption, as applicable, in the principal amounts and at the rates set forth on the inside cover
page of this Official Statement. Interest on the Bonds will be payable semi-annually on September 1 and

March 1, commencing September 1, 2010.

2010F Bonds Issued as Recovery Zone Economic Development Bonds

Designation. The 2010F Bonds are expected to be issued as Recovery Zone Economic
Development Bonds under Section 1400U-2 of the Internal Revenue Code of 1986, as amended (the
"Code"), which was added by the provisions of the American Recovery and Reinvestment Act of 2009
("ARRA"). A bond is a "Recovery Zone Economic Development Bond" under Section 1400U-2 of the
Code if it meets certain requirements of the Code and the related Regulations of the United States
Department of the Treasury (the "Treasury") and the issuer has made an irrevocable election to have the
special rule for "qualified bonds" apply. Interest on Recovery Zone Economic Development Bonds is
includable in gross income for purposes of federal income taxation, and owners of Recovery Zone
Economic Development Bonds will not receive any tax credits as a result of ownership of such Recovery
Zone Economic Development Bonds.

Interest Subsidy Payments. Section 1400U-2 of the Code authorizes an issuer of a Recovery
Zone Economic Development Bond or any person who makes interest payments in respect of a Recovery
Zone Economic Development Bond to receive a refundable credit under Section 6431 of the Code (the
"Interest Subsidy Payment"). Section 6431(b) requires the Secretary of the Treasury to pay
(contemporaneously with each interest payment date under a Recovery Zone Economic Development
Bond) to the issuer of such bond 45% of the interest payable under such bond on such date. The Interest
Subsidy Payments to be received by the City are not directly pledged as security for or a source of
payment of the principal of or premium, if any, or interest on the 2010F Bonds.

Redemption Provisions

Optional Redemption of 2010E Bonds. The 2010E Bonds maturing on or before March 1, 2018,
are not subject to optional redemption prior to maturity. The 2010E Bonds maturing after March 1, 2018,
are subject to redemption prior to their respective maturities on or after March 1, 2018, at the option of
the City, in whole or in part (in increments of $5,000) at any time, at par plus the interest accrued on the
principal amount to be redeemed to the date fixed for redemption.



Mandatory Sinking Fund Redemption of Series 2010F Bonds. The Series 2010F Bonds maturing
on March 1, 2031 are subject to mandatory redemption in part prior to maturity by the City at a
redemption price equal to 100% of the principal amount redeemed, plus interest accrued to the date fixed
for redemption, without premium, in the amounts and on the dates as follows:

Redemption Date Principal

(March 1) Amount
2026 $250,000
2027 250,000
2028 250,000
2029 250,000
2030 250,000
2031° 250,000

*Final Maturity

"Make-Whole" Optional Redemption of 2010F Bonds. The 2010F Bonds are subject to
redemption prior to their respective maturities at the option of the City, in whole or in part (in $5,000
increments) on any date, at the Make-Whole Redemption Price. The "Make-Whole Redemption Price" is
the greater of:

(D 100% of the principal amount of the 2010F Bonds to be redeemed; and

2) the sum of the present values of the remaining scheduled payments of principal and
interest to the maturity date of the 2010F Bonds to be redeemed, not including any
portion of those payments of interest accrued and unpaid as of the date fixed for the
redemption of the 2010F Bonds, discounted to such date on a semi-annual basis,
assuming a 360-day year consisting of twelve 30-day months, at a rate equal to the
Treasury Rate (defined below), plus 25 basis points;

plus, in each case, accrued interest on the 2010F Bonds to be redeemed to the date fixed for redemption.

"Treasury Rate" means, with respect to any date fixed for the redemption of a particular 2010F
Bond, the rate per annum, expressed as a percentage of the principal amount, equal to the semiannual
equivalent yield to maturity or interpolated maturity of the Comparable Treasury Issue (defined below),
assuming that the Comparable Treasury Issue is purchased on the date fixed for redemption at a price
equal to the Comparable Treasury Price (defined below), as calculated by the Designated Investment
Banker (defined below).

"Comparable Treasury Issue" means, with respect to any date fixed for redemption of a particular
2010F Bond, the United States Treasury security or securities selected by the Designated Investment
Banker that has an actual or interpolated maturity comparable to the remaining average life of the 2010F
Bond to be redeemed, and that would be utilized in accordance with customary financial practice in
pricing new issues of debt securities of comparable maturity to the remaining average life of the 2010F
Bonds to be redeemed.

"Comparable Treasury Price" means, with respect to any date fixed for redemption of a particular
2010F Bond, (a) if the Designated Investment Banker receives at least four Reference Treasury Dealer
Quotations (defined below), the average of such quotations for such date, after excluding the highest and



lowest Reference Treasury Dealer Quotations, or (b) if the Designated Investment Banker obtains fewer
than four Reference Treasury Dealer Quotations, the average of all such quotations.

"Designated Investment Banker" means one of the Reference Treasury Dealers appointed by the
City.

"Reference Treasury Dealer" means each of the four firms, specified by the City from time to
time, that are primary United States government securities dealers in the City of New York (each a
"Primary Treasury Dealer"); provided, however, that if any of them ceases to be a Primary Treasury
Dealer, the City will substitute another Primary Treasury Dealer.

"Reference Treasury Dealer Quotations" means, with respect to each Reference Treasury Dealer
and any date fixed for redemption of a particular 2010F Bond, the average, as determined by the
Designated Investment Banker, of the bid and asked prices for the Comparable Treasury Issue (expressed
in each case as a percentage of its principal amount) quoted in writing to the Designated Investment
Banker by such Reference Treasury Dealer at 3:30 P.M., New York City time, on the third Business Day
preceding such date.

Extraordinary Optional Redemption of 2010F Bonds for Extraordinary Recovery Zone Economic
Development Bond Event. The 2010F Bonds are subject to redemption prior to their respective maturities
at the option of the City, in whole or in part, on any date after the occurrence of an "Extraordinary
Recovery Zone Economic Development Bond Event," as hereinafter defined, at a redemption price (the
"Extraordinary Optional Redemption Price") equal to the greater of:

(D 100% of the principal amount of the 2010F Bonds to be redeemed; and

2) the sum of the present values of the remaining scheduled payments of principal and
interest to the maturity date of the 2010F Bonds to be redeemed, not including any
portion of those payments of interest accrued and unpaid as of the date fixed for the
redemption of the 2010F Bonds, discounted to such date on a semi-annual basis,
assuming a 360-day year consisting of twelve 30-day months, at a rate equal to the
Treasury Rate (defined below), plus 100 basis points;

plus, in each case, accrued interest on the 2010F Bonds to be redeemed to the date fixed for redemption.

An "Extraordinary Recovery Zone Economic Development Bond Event" will have occurred if a
material adverse change has occurred to Sections 1400U-2, S4AA, or 6431 of the Internal Revenue Code
of 1986, as amended (as such Sections were added by Sections 1401 and 1531 of the ARRA pertaining to
"Recovery Zone Economic Development Bonds") pursuant to which the City's 45% cash subsidy
payment from the United States Treasury is reduced or eliminated.

For purposes of determining the Extraordinary Optional Redemption Price, "Treasury Rate" shall
have the meaning described above under the caption "'Make-Whole' Optional Redemption of 2010F
Bonds."

Determination of Certain Redemption Prices. Any Make-Whole Redemption Price or
Extraordinary Optional Redemption Price of 2010F Bonds to be redeemed pursuant to the "make-whole"
and extraordinary optional redemption provisions described above will be determined by an independent
accounting firm, investment banking firm or financial advisor retained by the City to calculate such
redemption price. The City may conclusively rely on the determination of such redemption price by such



independent accounting firm, investment banking firm or financial advisor and will not be liable for such
reliance.

Manner of Redemption. If less than all of the Bonds are called for redemption, the maturities of
such Bonds to be redeemed shall be selected by the Director of Finance of the City in such manner as he
or she in his or her discretion may determine. So long as a book-entry system is used for determining
beneficial ownership of the Bonds, if less than all of the Bonds within a maturity are to be redeemed, The
Depository Trust Company, New York, New York ("DTC") and its participants shall determine which of
the Bonds within a maturity are to be redeemed.

Any notice of optional redemption of the Bonds may state that it is conditioned upon there being
available on the date fixed for redemption an amount of money sufficient to pay the redemption price plus
interest accrued and unpaid to such date, and any conditional notice so given may be rescinded at any
time before the payment of the redemption price of any such condition so specified is not satisfied. If a
redemption does not occur after a conditional notice is given due to an insufficient amount of funds on
deposit by the City, the corresponding notice of redemption shall be deemed to be revoked.

Notice of redemption shall be given by certified or registered mail to DTC or its nominee as the
registered owner of the Bonds. Such notice shall be mailed not more than 60 days nor less than 30 days
before the date fixed for redemption. The City will not be responsible for mailing notices of redemption
to the Beneficial Owners, as hereinafter defined, of the Bonds.

Selection of 2010F Bonds to be Redeemed. Any redemption of less than all of the 2010F Bonds
of a maturity will be allocated among the registered owners of 2010F Bonds of such maturity as nearly as
practicable in proportion to the principal amounts of 2010F Bonds of such maturity owned by each
registered owner, subject to the authorized denominations applicable to the Bonds of such maturity. This
will be calculated based on the formula; (principal of such maturity to be redeemed) x (principal amount
of such maturity owned by such owner) / (principal amount of such maturity outstanding). The City can
provide no assurance, however, that DTC, the DTC Participants or any other intermediaries will allocate
redemptions among Beneficial Owners on such a proportional basis.

Waiver of Defeasance Rights with Respect to 2010F Bonds

The City will not defease or permit a defeasance of the 2010F Bonds unless it shall have received
an opinion from nationally-recognized bond counsel to the effect that (i) the holders of the 2010F Bonds
being defeased will not recognize income, gain or loss for U.S. federal income tax purposes as a result of
the defeasance and (ii) the defeasance will not otherwise alter those holders' U.S. federal income tax
treatment of principal and interest payments on the 2010F Bonds being defeased. See the section herein
"TAX MATTERS - 2010F BONDS — Defeasance."

BOOK-ENTRY-ONLY SYSTEM

The description which follows of the procedures and recordkeeping with respect to beneficial
ownership interests in the Bonds, payments of principal of and interest on the Bonds to DTC, its nominee,
Direct Participants, as hereinafter defined, or Beneficial Owners, as hereinafter defined, confirmation and
transfer of beneficial ownership interests in the Bonds and other bond-related transactions by and between
DTC, the Direct Participants and Beneficial Owners is based solely on information furnished by DTC.

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC's partnership nominee), or such other name as may



be requested by an authorized representative of DTC. One fully registered certificate will be issued for
each maturity of the Bonds and will be deposited with DTC.

DTC, the world's largest securities depository, is a limited-purpose trust company organized
under the New York Banking Law, a "banking organization" within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a "clearing corporation" within the meaning of
the New York Uniform Commercial Code, and a "clearing agency" registered pursuant to the provisions
of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over
3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money
market instruments (from over 100 countries) that DTC's participants (the "Direct Participants") deposit
with DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and other
securities transactions in deposited securities, through electronic computerized book-entry transfers and
pledges between Direct Participants' accounts. This eliminates the need for physical movement of
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation ("DTCC"). DTCC is the holding company
for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which
are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship
with a Direct Participant, either directly or indirectly (the "Indirect Participants"). DTC has Standard &
Poor's highest rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities
and Exchange Commission. More information about DTC can be found at www.dtcc.com and
www.dtc.org.

Purchases of the Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Bonds on DTC's records. The ownership interest of the actual
purchaser of each Bond (the "Beneficial Owner") is in turn recorded on the Direct and Indirect
Participants' records. Beneficial Owners will not receive written confirmations from DTC of their
purchases. Beneficial Owners are, however, expected to receive written confirmations providing details
of the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
Bonds are to be accomplished by entries made on the books of Direct or Indirect Participants acting on
behalf of the Beneficial Owners. Beneficial Owners will not receive certificates representing their
ownership interests in the Bonds, except in the event that use of the book-entry system for the Bonds is
discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are
registered in the name of DTC's partnership nominee, Cede & Co., or such other name as may be
requested by an authorized representative of DTC. The deposit of the Bonds with DTC and their
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial
ownership. DTC has no knowledge of the identities of the actual Beneficial Owners of the Bonds; DTC's
records reflect only the identity the Direct Participants to whose accounts such Bonds are credited, which
may or may not be the Beneficial Owners. The Direct or Indirect Participants will remain responsible for
keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of the Bonds may wish to take
certain steps to augment the transmission to them of notices of significant events with respect to the



Bonds, such as redemptions, tenders, defaults, and proposed amendments to the Bond documents. For
example, Beneficial Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their
benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial
Owners may wish to provide their names and addresses to the registrar and request that copies of the
notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Bonds within an issue are being
redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct Participant in
such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Bonds unless authorized by a Direct Participant in accordance with DTC's MMI Procedures. Under its
usual procedures, DTC mails an Omnibus Proxy to the City as soon as possible after the record date. The
Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to whose
accounts the Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Redemption proceeds, distributions and dividend payments on the Bonds will be made to Cede &
Co., or such other nominee as may be requested by an authorized representative of DTC. DTC's practice
is to credit Direct Participants' accounts upon DTC's receipt of funds and corresponding detail
information from the City or the bond registrar or paying agent, on the payable date in accordance with
their respective holdings shown on DTC's records. Payments by Participants to Beneficial Owners will
be governed by standing instructions and customary practices, as is the case with securities held for the
accounts of customers in bearer form or registered in "street name," and will be the responsibility of such
Participant and not of DTC, the City or the bond registrar and paying agent, subject to any statutory or
regulatory requirements as may be in effect from time to time. Payment of redemption proceeds,
distributions and dividend payments to Cede & Co (or such other nominee as may be requested by an
authorized representative of DTC) is the responsibility of the City or the bond registrar and paying agent,
disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement
of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Bonds at
any time by giving reasonable notice to the City or the bond registrar and paying agent. Under such
circumstances, in the event that a successor securities depository is not obtained, Bond certificates are
required to be printed and delivered.

The City may decide to discontinue use of the system of book-entry transfers through DTC (or a
successor securities depository). In that event, Bond certificates will be printed and delivered to DTC.

Neither the City nor the bond registrar and paying agent has any responsibility or obligation to the
Direct or Indirect Participants or the Beneficial Owners with respect to (a) the accuracy of any records
maintained by DTC or any Direct or Indirect Participant; (b) the payment by any Direct or Indirect
Participant of any amount due to any Beneficial Owner in respect of the principal of and interest on the
Bonds; (c) the delivery or timeliness of delivery by any Direct or Indirect Participant of any notice to any
Beneficial Owner that is required or permitted to be given to Holders; or (d) any other action taken by
DTC, or its nominee, Cede & Co., as Holder, including the effectiveness of any action taken pursuant to
an Omnibus Proxy.

So long as Cede & Co. is the registered owner of the Bonds, as nominee of DTC, references in
this Official Statement to the Holders of the Bonds or Bondholders mean Cede & Co. and not the
Beneficial Owners, and Cede & Co. will be treated as the only Holder of the Bonds.



The City may enter into amendments to the agreement with DTC or successor agreements with a
successor securities depository, relating to the book-entry system to be maintained with respect to the
Bonds without the consent of Beneficial Owners or Holders.

The information in this section concerning DTC and DTC's book-entry system has been obtained
from sources that the City believes to be reliable, but the City takes no responsibility for the accuracy
thereof.

AUTHORIZATION AND PURPOSES OF THE BONDS

The Bonds have been authorized and are being issued pursuant to the Public Finance Act of 1991,
Chapter 26, Title 15.2 of the Code of Virginia of 1950, as amended (the "Virginia Code"), and Ordinance
Nos. 43,686 and 43,729, adopted by the City Council of the City (the "City Council") on December 8§,
2009 and February 9, 2010, respectively (collectively, the "Ordinance"). The Ordinance authorized the
issuance and sale of up to $232,204,000 in general obligation bonds, of which $197,625,000 in bonds has
been issued.

Proceeds of the Bonds will be used to finance capital projects as set forth in the section herein
"APPLICATION OF PROCEEDS OF BONDS" and to pay underwriter's and original issue discount(s),
as appropriate, and costs of issuance of the Bonds.

APPLICATION OF PROCEEDS OF BONDS

The following tables set forth the anticipated application of the proceeds of the Bonds for the
purposes described above:

Sources of Proceeds:
Par Amount of Bonds
Plus: Net Original Issue Premium

Total:

Uses of Proceeds:
General Capital Fund
Parking Facilities Fund

Issuance Expenses '

Total:

2010E
Bonds

$5,000,000.00
114,357.50

$5,114,357.50

$5,025,732.50
88,625.00

$5,114,357.50

2010F
Bonds

$5,000,000.00

$5,000,000.00

$4,926,250.00

73,750.00

$5,000,000.00

"Includes underwriter's discount, legal fees and other costs of issuance.

Total
Issuance

$10,000,000.00
114,357.50

$10,114,357.50
$4,926,250.00
5,025,732.50
162,375.00

$10,114,357.50

SECURITY FOR AND SOURCES OF PAYMENT OF THE BONDS

General

The Bonds are general obligations of the City and the City's full faith and credit are irrevocably
pledged to the payment of principal of, premium, if any, and interest on the Bonds. While the Bonds
remain outstanding and unpaid, the City Council is authorized and required to levy and collect annually,
at the same time and in the same manner as other taxes of the City are assessed, levied and collected, a tax



upon all taxable property within the City, over and above all other taxes authorized or permitted by law,
and without limitation as to rate or amount, sufficient to pay when due the principal of, and interest on the
Bonds to the extent other funds of the City are not lawfully available and appropriated for such purpose.

The City has never defaulted in the payment of either principal of, or interest on, any
indebtedness.

Bondholders' Remedies in Event of Default

Section 15.2-2659 of the Virginia Code provides that upon affidavit of any owner, or any paying
agent therefor, of a general obligation bond in default as to payment of principal or interest, the Governor
of the Commonwealth of Virginia (the "Commonwealth") shall conduct a summary investigation. If such
default is established to the Governor's satisfaction, the Governor shall order the State Comptroller to
withhold all funds appropriated and payable by the Commonwealth to the political subdivision so in
default and apply the amount so withheld to payment of the defaulted principal and interest. The State
Comptroller advises that to date no order to withhold funds pursuant to Section 15.2-2659, or its
predecessors, Sections 15.1-225 and 15.1-227.61, has ever been issued. Although Section 15.2-2659 has
not been considered by a Virginia court, the Attorney General of Virginia has opined that appropriated
funds may be withheld by the Commonwealth pursuant to one of its predecessor provisions, Section 15.1-
225. In the fiscal year ended June 30, 2009, the Commonwealth provided $93,457,240 to the City which
was deposited in the City's General Fund.

Although Virginia law currently does not authorize such action, future legislation may enable the
City to file a petition for relief under the United States Bankruptcy Code (the "Bankruptcy Code") if it is
insolvent or unable to pay its debts. Bankruptcy proceedings by the City could have adverse effects on
the Bondholders, including (1) delay in the enforcement of their remedies, (2) subordination of their
claims to claims of those supplying goods and services to the City after the initiation of bankruptcy
proceedings and to the administrative expenses of bankruptcy proceedings or (3) imposition without their
consent of a reorganization plan reducing or delaying payment of the Bonds. The Bankruptcy Code
contains provisions intended to ensure that, in any reorganization plan not accepted by at least a majority
of a class of creditors such as the holders of general obligation bonds, such creditors will have the benefit
of their original claim or the "indubitable equivalent." The effect of these and other provisions of the
Bankruptcy Code cannot be reliably predicted and may be significantly affected by judicial interpretation.

TAX EXEMPTION -2010E BONDS

Opinion of Bond Counsel

Bond Counsel's opinion will state that, under current law and assuming the compliance with the
Covenants, as hereinafter defined, by and assuming the accuracy of certain representations and
certifications of the City and certain other persons and entities, interest on the 2010E Bonds (including
any accrued "original issue discount" properly allocable to the owners of the 2010E Bonds), (a) is
excludable from the gross income of the owners of the 2010E Bonds for purposes of federal income
taxation under Section 103 of the Code, (b) is not a specific item of tax preference for purposes of the
federal alternative minimum tax imposed on individuals and corporations and (c) is excluded from
adjusted current earnings for purposes of computing the alternative minimum tax imposed on
corporations (as defined for federal income tax purposes) under Section 56 of the Code. See Appendix B
for the form of the opinion of Bond Counsel with respect to the 2010E Bonds.

Bond Counsel will express no opinion regarding other federal tax consequences arising with
respect to the 2010E Bonds.



Bond Counsel's opinion speaks as of its date, is based on current legal authority and precedent,
covers certain matters not directly addressed by such authority and precedent, and represents Bond
Counsel's judgment as to the proper treatment of interest on the 2010E Bonds for federal income tax
purposes. Bond Counsel's opinion does not contain or provide any opinion or assurance regarding the
future activities of the City or about the effect of future changes in the Code, the applicable regulations,
the interpretation thereof or the enforcement thereof by the IRS. The City has covenanted, however, to
comply with the requirements of the Code.

Reliance and Assumptions; Effect of Certain Changes

In delivering its opinion regarding the 2010E Bonds, Bond Counsel is relying upon and assuming
the accuracy of certifications and representations of representatives of the City, the underwriter and other
public officials as to facts material to the opinion, which Bond Counsel has not independently verified.

In addition, Bond Counsel is assuming continuing compliance with the Covenants, as hereinafter
defined, by the City. The Code and the regulations promulgated thereunder contain a number of
requirements that must be satisfied after the issuance of the 2010E Bonds in order for interest on the
2010E Bonds to be and remain excludable from gross income for purposes of federal income taxation.
These requirements include, by way of example and not limitation, restrictions on the use, expenditure
and investment of the proceeds of the 2010E Bonds and the use of the property financed or refinanced by
the 2010E Bonds, limitations on the source of the payment of and the security for the 2010E Bonds, and
the obligation to rebate certain excess earnings on the gross proceeds of the 2010E Bonds to the United
States Treasury. The tax certificate for the 2010E Bonds (the "Tax Certificate") contains covenants (the
"Covenants") under which the City has agreed to comply with such requirements. Failure by the City to
comply with the Covenants could cause interest on the 2010E Bonds to become includable in gross
income for federal income tax purposes retroactively to their date of issue. In the event of noncompliance
with the Covenants, the available enforcement remedies may be limited by applicable provisions of law
and, therefore, may not be adequate to prevent interest on the 2010E Bonds from becoming includable in
gross income for federal income tax purposes.

Bond Counsel has no responsibility to monitor compliance with the Covenants after the date of
issue of the 2010E Bonds.

Certain requirements and procedures contained, incorporated or referred to in the Tax Certificate,
including the Covenants, may be changed and certain actions may be taken or omitted under the
circumstances and subject to the terms and conditions set forth in such document. Bond Counsel
expresses no opinion concerning any effect on excludability of interest on the 2010E Bonds from gross
income for federal income tax purposes of any such subsequent change or action that may be made, taken
or omitted upon the advice or approval of counsel other than Bond Counsel.

Certain Collateral Federal Tax Consequences

The following is a brief discussion of certain collateral federal income tax matters with respect to
the 2010E Bonds. It does not purport to address all aspects of federal taxation that may be relevant to a
particular owner thereof. Prospective purchasers of such 2010E Bonds, particularly those who may be
subject to special rules, are advised to consult their own tax advisors regarding the federal tax
consequences of owning or disposing of the 2010E Bonds.

Prospective purchasers of the 2010E Bonds should be aware that the ownership of tax-exempt

obligations may result in collateral federal income tax consequences to certain taxpayers including,
without limitation, financial institutions, certain insurance companies, certain corporations (including S
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corporations and foreign corporations), certain foreign corporations subject to the "branch profits tax,"
individual recipients of Social Security or Railroad Retirement benefits, taxpayers who may be deemed to
have incurred or continued indebtedness to purchase or carry tax-exempt obligations and taxpayers
attempting to qualify for the earned income tax credit.

In addition, prospective purchasers should be aware that the interest paid on, and the proceeds of
the sale of, tax-exempt obligations, including the 2010E Bonds, are in many cases required to be reported
to the IRS in a manner similar to interest paid on taxable obligations. Additionally, backup withholding
may apply to any such payments made to any Bond owner who fails to provide an accurate Form W-9
Request for Taxpayer Identification Number and Certification, or a substantially identical form, or to any
Bond owner who is notified by the IRS of a failure to report all interest and dividends required to be
shown on federal income tax returns. The reporting and withholding requirements do not in and of
themselves affect the excludability of such interest from gross income for federal income tax purposes or
any other federal tax consequence of purchasing, holding or selling tax-exempt obligations.

Original Issue Discount

The "original issue discount" ("OID") on any 2010E Bond is the excess of such bond's stated
redemption price at maturity (excluding certain "qualified stated interest" that is unconditionally payable
at least annually at prescribed rates) over the issue price of such bond. The "issue price" of a bond is the
initial offering price to the public at which price a substantial amount of such bonds of the same maturity
was sold. The "public" does not include bond houses, brokers, or similar persons or organizations acting
in the capacity of underwriters, placement agents or wholesalers. The issue price for each maturity of the
2010E Bonds is expected to be the initial public offering price set forth on the inside front cover page of
this Official Statement, but is subject to change based on actual sales. OID on the 2010E Bonds with OID
(the "OID Bonds") represents interest that is excludable from gross income for purposes of federal and
Virginia income taxation. However, the portion of the OID that is deemed to have accrued to the owner
of an OID Bond in each year may be included in determining the alternative minimum tax with respect to
the 2010E Bonds and the distribution requirements of certain investment companies and may result in
some of the collateral federal income tax consequences mentioned in the preceding subsection.
Therefore, owners of OID Bonds should be aware that the accrual of OID in each year may result in
alternative minimum tax liability, additional distribution requirements or other collateral federal and
Virginia income tax consequences although the owner may not have received cash in such year.

Interest in the form of OID is treated under Section 1288 of the Code as accruing under a constant
yield method that takes into account compounding on a semiannual or more frequent basis. If an OID
Bond is sold or otherwise disposed of between semiannual compounding dates, then the OID which
would have accrued for that semiannual compounding period for federal income tax purposes is to be
apportioned in equal amounts among the days in such compounding period.

In the case of an original owner of an OID Bond, the amount of OID that is treated as having
accrued on such OID Bond is added to the owner's cost basis in determining, for federal income tax
purposes, gain or loss upon its disposition (including its sale, redemption or payment at maturity). The
amounts received upon such disposition that are attributable to accrued OID will be excluded from the
gross income of the recipients for federal income tax purposes. The accrual of OID and its effect on the
redemption, sale or other disposition of OID Bonds that are not purchased in the initial offering at the
initial offering price may be determined according to rules that differ from those described above.

Prospective purchasers of OID Bonds should consult their own tax advisors with respect to the

precise determination for federal income tax purposes of interest accrued upon sale or redemption of such
OID Bonds and with respect to state and local tax consequences of owning OID Bonds.
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Bond Premium

In general, if an owner acquires a bond for a purchase price (excluding accrued interest) or
otherwise at a tax basis that reflects a premium over the sum of all amounts payable on the bond after the
acquisition date (excluding certain "qualified stated interest" that is unconditionally payable at least
annually at prescribed rates), that premium constitutes "bond premium" on that bond (a "Premium
Bond"). In general, under Section 171 of the Code, an owner of a Premium Bond must amortize the bond
premium over the remaining term of the Premium Bond, based on the owner's yield over the remaining
term of the Premium Bond, determined based on constant yield principles. An owner of a Premium Bond
must amortize the bond premium by offsetting the qualified stated interest allocable to each interest
accrual period under the owner's regular method of accounting against the bond premium allocable to that
period. In the case of a tax-exempt Premium Bond, if the bond premium allocable to an accrual period
exceeds the qualified stated interest allocable to that accrual period, the excess is a nondeductible loss.
Under certain circumstances, the owner of a Premium Bond may realize a taxable gain upon disposition
of the Premium Bond even though it is sold or redeemed for an amount less than or equal to the owner's
original acquisition cost. Prospective purchasers of any Premium Bonds should consult their own tax
advisors regarding the treatment of bond premium for federal income tax purposes, including various
special rules relating thereto, and state and local tax consequences, in connection with the acquisition,
ownership, amortization of bond premium on, sale, exchange, or other disposition of Premium Bonds.

Possible Legislative or Regulatory Action

Legislation and regulations affecting tax-exempt bonds are continually being considered by the
United States Congress, the Treasury and the IRS. In addition, the IRS has established an expanded audit
and enforcement program for tax-exempt bonds. There can be no assurance that legislation enacted or
proposed after the date of issue of the 2010E Bonds or an audit initiated or other enforcement or
regulatory action taken by the Treasury or the IRS involving either the 2010E Bonds or other tax-exempt
bonds will not have an adverse effect on the tax status or the market price of the 2010E Bonds or on the
economic value of the tax-exempt status of the interest thereon.

Opinion of Bond Counsel — Virginia Income Tax Consequences

Bond Counsel's opinion also will state that, under current law, interest on the 2010E Bonds is
excludable from the gross income of the owners thereof for purposes of income taxation by the
Commonwealth. Bond Counsel will express no opinion regarding (i) other Virginia tax consequences
arising with respect to the 2010E Bonds or (ii) any consequences arising with respect to the 2010E Bonds
under the tax laws of any state or local jurisdiction other than Virginia. Prospective purchasers of the
2010E Bonds should consult their own tax advisors regarding the tax status of interest on the 2010E
Bonds in a particular state or local jurisdiction other than Virginia.

TAX MATTERS - 2010F BONDS

Opinion of Bond Counsel — Income Tax Status of Interest

Bond Counsel's opinion with respect to the 2010F Bonds will state that, based on current law,
interest on the 2010F Bonds is includable in the gross income of the owners thereof for purposes of
federal income taxation.
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Summary

The following is a summary of certain of the United States federal income tax consequences of
the ownership of the 2010F Bonds as of the date hereof. Each prospective purchaser of the 2010F Bonds
should consult with its own tax advisor regarding the application of United States federal income tax
laws, as well as any state, local, foreign or other tax laws, to its particular situation.

This summary is based on the Code, as well as Treasury regulations and administrative and
judicial rulings and practice. Legislative, judicial and administrative changes may occur, possibly with
retroactive effect, that could alter or modify the continued validity of the statements and conclusions set
forth herein. This summary is intended as a general explanatory discussion of the consequences of
holding the 2010F Bonds generally and does not purport to furnish information in the level of detail or
with the prospective purchaser's specific tax circumstances that would be provided by a prospective
purchaser's own tax advisor. For example, it generally is addressed only to original purchasers of the
2010F Bonds that are "U.S. holders," as hereinafter defined, deals only with 2010F Bonds held as capital
assets within the meaning of Section 1221 of the Code and does not address tax consequences to owners
that may be relevant to investors subject to special rules, such as individuals, trusts, estates, tax-exempt
investors, foreign investors, cash method taxpayers, dealers in securities, currencies or commodities,
banks thrifts, insurance companies, electing large partnerships, mutual funds, regulated investment
companies, real estate investment trusts, S corporations, persons that hold 2010F Bonds as part of a
straddle, hedge, integrated or conversion transaction, and persons whose "functional currency" is not the
U.S. dollar. In addition, this summary does not address alternative minimum tax issues or the indirect
consequences to a holder of an equity interest in an owner of the 2010F Bonds.

As used herein, a "U.S. holder" is a "U.S. person" that is a beneficial owner of a 2010F Bond. A
"non-U.S. investor" is a holder (or beneficial owner) of a 2010F Bond that is not a U. S. person. For these
purposes, a "U.S. person" is a citizen or resident of the United States, a corporation, partnership or other
entity created or organized in or under the laws of the United States or any political subdivision thereof
(except, in the case of a partnership, to the extent otherwise provided in Treasury regulations), an estate
the income of which is subject to United States federal income taxation regardless of its source or a trust
if (i) a United States court is able to exercise primary supervision over the trust's administration and (ii)
one or more United States persons have the authority to control all of the trust's substantial decisions.

Tax Status of the 2010F Bonds

The 2010F Bonds will be treated, for federal income tax purposes, as a debt instrument.
Accordingly, interest will be included in the income of the owner as it is paid (or, if the owner is an
accrual method taxpayer, as it is accrued) as interest.

Owners of the 2010F Bonds that allocate a basis in the 2010F Bonds that is greater than the
principal amount of the 2010F Bonds should consult their own tax advisors with respect to whether or not
they should elect to amortize such premium under Section 171 of the Code.

If an owner purchases the 2010F Bonds for an amount that is less than the principal amount of the
2010F Bonds, and such difference is not considered to be de minimis, then such discount will represent
market discount that ultimately will constitute ordinary income (and not capital gain). Further, absent an
election to accrue market discount currently, upon a sale or exchange of a 2010F Bond, a portion of any
gain will be ordinary income to the extent it represents the amount of any such market discount that was
accrued through the date of sale. In addition, absent an election to accrue market discount currently, the
portion of any interest expense incurred or continued to carry a market discount bond that does not exceed
the accrued market discount for any taxable year, will be deferred.
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Sale and Exchange of the 2010F Bonds

Upon a sale or exchange of a 2010F Bond, an owner generally will recognize gain or loss on the
2010F Bond equal to the difference between the amount realized on the sale and its adjusted tax basis in
such 2010F Bond. Such gain or loss generally will be capital gain (although any gain attributable to
accrued market discount of the 2010F Bond not yet taken into income will be ordinary). The adjusted
basis of the owner in a 2010F Bond will (in general) equal its original purchase price increased by any
original issue discount or market discount includable in the gross income of the owner with respect to the
2010F Bonds and decreased by any principal payments received on the 2010F Bond. In general, if the
2010F Bond is held for longer than one year, any gain or loss would be long term capital gain or loss, and
capital losses are subject to certain limitations.

Defeasance

Defeasance of any 2010F Bond may result in a reissuance thereof, in which event an owner will
recognize taxable gain or loss equal to the difference between the amount realized from the sale,
exchange or retirement (less any accrued qualified stated interest which will be taxable as such) and the
holder's adjusted tax basis in the 2010F Bond. However, the City has waived the right to defease any
2010F Bond as described in the section above "DESCRIPTION OF THE BONDS - Waiver of
Defeasance Rights with Respect to 2010F Bonds."

Foreign Investors

Distributions of the 2010F Bonds to a non-U.S. holder that has no connection with the United
States other than holding its 2010F Bond generally will be made free of withholding tax, as long as that
the non-U.S. holder has complied with certain tax identification and certification requirements.

Circular 230

Under 31 C.F.R. part 10, the regulations governing practice before the IRS (Circular 230), the
City and its tax advisors are (or may be) required to inform you that (i) any advice contained herein,
including any opinions of counsel referred to herein, is not intended or written to be used, and cannot be
used by any taxpayer, for the purpose of avoiding penalties that may be imposed on the taxpayer; (ii) any
such advice is written to support the promotion of marketing of the 2010F Bonds and the transactions
described herein (or in such opinion or other advice); and (iii) each taxpayer should seek advice based on
the taxpayer's particular circumstances from an independent tax advisor.

Opinion of Bond Counsel — Virginia Income Tax Consequences

Bond Counsel's opinion also will state that, under current law, interest on the 2010F Bonds is
excludable from gross income for purposes of income taxation by the Commonwealth. Bond Counsel
will express no opinion regarding (i) other Virginia tax consequences arising with respect to the 2010F
Bonds or (ii) any consequences arising with respect to the 2010F Bonds under the tax laws of any state or
local jurisdiction other than Virginia. Prospective purchasers of the 2010F Bonds should consult their
own tax advisors regarding the tax status of interest on the 2010F Bonds in a particular state or local
jurisdiction other than Virginia.

PENDING LITIGATION

The City, in the course of doing business, has been named as defendant in certain personal injury
cases and suits for property damage.
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These suits are being defended by the City Attorney and associated independent counsel retained
by the City Attorney, and it is the opinion of the City Attorney that any possible losses in connection with
the above pending litigation will not materially and adversely affect the City's financial condition. The
City Attorney is also of the opinion that the above pending litigation will not affect the validity of the
Bonds or the ability of the City to levy and collect ad valorem taxes for the payment of the Bonds or the
interest thereon. There is no pending litigation with respect to the Bonds or the ability of the City to levy
and collect ad valorem taxes for the payment of such Bonds or the premium, if any, or interest thereon.

RATINGS

The City has requested that the Bonds be rated and has furnished certain information to the rating
agencies including information that may not be included in this Official Statement. The Bonds have been
rated 'A1' by Moody's Investors Service, Inc. ("Moody's"), 'AA' by Standard & Poor's Ratings Services, a
division of The McGraw-Hill Companies, Inc. ("Standard & Poor's") and 'AA" by Fitch Ratings ("Fitch").

The ratings reflect only the views of the respective rating agency. Any explanation of the
significance of the ratings may be obtained only from the respective rating agency. Generally, rating
agencies base their ratings upon information and materials provided to them and upon investigations,
studies and assumptions by the rating agencies. There is no assurance that such ratings will not be
withdrawn or revised downward by Moody's, Standard & Poor's or Fitch. Such action may have an
adverse effect on the market price of the Bonds. The City has not undertaken any responsibility after the
issuance of the Bonds to assure maintenance of the ratings or to oppose any such revision or withdrawal.

FINANCIAL STATEMENTS

The City's audited general purpose financial statements for the fiscal year ended June 30, 2009,
are published in Appendix A with accompanying notes. In addition, Appendix A also includes a report of
the City's independent accountants.

CERTIFICATES OF CITY OFFICIALS

Concurrently with the delivery of the Bonds, the City will furnish (1) a certificate, dated the date
of delivery of the Bonds, signed by the officers who sign the Bonds, stating that, to the best of their
knowledge, no litigation is then pending or threatened to restrain or enjoin the issuance or delivery of the
Bonds or the levy or collection of taxes to pay principal, premium, if any, or interest thereon or in any
manner questioning the proceedings and authority under which the Bonds are issued and (2) a certificate
dated the date of delivery of the Bonds signed by the appropriate City officials and stating that the
descriptions and statements in this Official Statement including the Appendices hereto (except in the
section above "PENDING LITIGATION" or relating to DTC) at the time of acceptance of the proposal
for the Bonds and at the date of delivery were and are true and correct in all material respects and do not
contain any untrue statement of a material fact or omit to state any material fact required to be stated
therein or necessary to make the statements therein, in light of the circumstances under which they were
made, not misleading.

The City Attorney will furnish, concurrently with the delivery of the Bonds, a certificate dated the
date of delivery of the Bonds stating that no litigation is pending or, to the best of his knowledge,
threatened against the City either (1) to restrain or enjoin the issuance or delivery of the Bonds, (2) to
question in any manner the authority of the City to issue or the issuance of the Bonds, or the validity of
any proceedings authorizing the Bonds or the levy or collection of taxes to pay the Bonds or (3) to
question in any manner the boundaries of the City or the title of any officers of the City to their respective
offices.
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FINANCIAL ADVISOR

The City has retained Public Financial Management, Inc. of Arlington, Virginia ("PFM"), as
Financial Advisor in connection with the issuance and sale of the Bonds. Although PFM has assisted in
the preparation of this Official Statement, PFM is not obligated to undertake, and has not undertaken to
make, an independent verification or to assume responsibility for the accuracy, completeness or fairness
of the information contained in this Official Statement. PFM is an independent advisory firm and is not
engaged in the business of underwriting, trading or distributing municipal securities or other public
securities.

SALE AT COMPETITIVE BIDDING

The 2010E Bonds and the 2010F Bonds were each sold at competitive biddings on February 10,
2010 to BB&T Capital Markets, a division of Scott & Stringfellow, Inc. The underwriter has supplied the
information as to the interest rates and offering prices or yields of the Bonds as set forth on the inside
cover of this Official Statement. If all of the Bonds are resold to the public at such offering prices or
yields, the underwriter has informed the City that it anticipates a total underwriting compensation of
$38,625.00 for the 2010E Bonds and $23,750.00 for the 2010F Bonds.

CONTINUING DISCLOSURE

The City will execute and deliver to the purchasers of each of the Bonds a Continuing Disclosure
Agreement, the forms of which are set forth as Appendix C to this Official Statement, pursuant to which
the City will covenant and agree, for the benefit of the Holders of the applicable Bonds to provide certain
annual financial information and material event notices required by the Rule. As described in Appendix
C, such undertakings require the City to provide only limited information at specified times.

The continuing obligation of the City to provide annual financial information and notices referred
to above will terminate with respect to the respective Bonds when such Bonds are no longer outstanding.
Any failure by the City to comply with the foregoing will not constitute a default with respect to the
applicable Bonds. The City has been in compliance with the requirements of the Rule over the past five
years.

MISCELLANEOUS

This Official Statement and any advertisement of the Bonds are not to be construed as a contract
with the purchasers of the Bonds. Any statement made in this Official Statement involving matters of
opinion or of estimates, whether or not so expressly identified, are set forth as such and not as
representations of fact, and no representation is made that any of the estimates will be realized.

The references herein to and summaries of Federal, Commonwealth and City laws, including but
not limited to the Constitution of the Commonwealth, the Virginia Code, the City Charter and documents,
agreements and court decisions are summaries of certain provisions thereof. Such summaries do not
purport to be complete and are qualified in their entirety by reference to such acts, laws, documents,
agreements or decisions, copies of which are available for inspection during normal business hours at the
office of the City Attorney.
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Any questions concerning the content of this Official Statement should be directed to the City's
Director of Finance, 810 Union Street, Suite 600 City Hall Building, Norfolk, Virginia 23510, (757) 664-
4346. The distribution of this Official Statement has been duly authorized by the City, which has deemed
this Official Statement final within the meaning of the Rule.

CITY OF NORFOLK, VIRGINIA

/s/ Regina V.K. Williams
City Manager

/s/ Darrell V. Hill
Director of Finance
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PART II
CITY INDEBTEDNESS

Limitation on Incurrence of Debt

Pursuant to the Constitution of Virginia (the "Constitution"), the City is authorized to issue bonds
and notes secured by a pledge of its full faith and credit and unlimited taxing power. There is no
requirement in the Constitution, the Virginia Code or the City Charter that the issuance of general
obligation bonds of the City be subject to approval of the electors of the City at referendum. The issuance
of general obligation bonds is subject to a limitation of 10% of the assessed value of taxable real property.

At January 31, 2010, the total assessed value of taxable real property in the City was
$19,889,018,751. Based on Virginia's constitutional debt limitation formula, this resulted in a debt limit
of $1,988,901,875. As presented in Table II-1 below, the City's outstanding general obligation bonds and
other tax-secured indebtedness as of January 31, 2010 is $904,911,188 representing 45.50% of the
constitutional debt limit.

Table II-1
City of Norfolk, Virginia
Computation of Legal Debt Margin

January 31, 2010
Total assessed value of taxable real property $ 19,889,018,751
Debt Limit-10 percent of total assessed value 1,988,901,875
Outstanding General Obligation Debt ) @@ ® ) (©) 904,911,188
Legal Debt Margin $ 1,083,990,687
Amount of debt as a percent of debt limit 45.50%
Source: Department of Finance, City of Norfolk, Virginia.
Notes: 1) Defeased bonds are not included in gross debt. Funds to redeem these bonds have been irrevocably deposited

with an escrow agent.

2) Reflects only bonded debt and does not include the City's capital lease obligations. See Table II-8 for
information about the City's capital lease obligations.

3) The amount of general obligation bonds authorized by ordinance for Capital Improvement Projects, but not
yet issued is $124,801,313.

@) Water Revenue Bonds, Wastewater Revenue Bonds and Parking System Revenue Bonds are excluded from
gross debt, since these bonds are payable solely from the revenue of their respective enterprise activities.

5) Includes the remaining balance of $1,900,000 on a general obligation guaranty of $3,300,000 of bonds issued
by Norfolk Redevelopment and Housing Authority in August 1998. The bonds mature on August 15, 2015.

(6) Includes the 20-year $13,000,000 Section 108 Loan with HUD supported by the Broad Creek Renaissance
TIF District, which matures on August 1, 2023.
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Debt OQutstanding

The tables that follow detail the City's current general obligation debt outstanding. Table II-2
presents the City's gross and net outstanding tax-supported and self-supporting general obligation bonded
indebtedness as of January 31, 2010. Table II-3 provides a comparative statement of key debt ratios for
the past 10 fiscal years and Table II-4 presents the rate of retirement for all general obligation bonds as of
January 31, 2010. Table II-5 presents the recent historical relationship between debt service on bonds
paid from actual general governmental expenditures for the past 10 fiscal years. Table II-6 presents the
historical relationship of the City's net bonded debt to assessed value of taxable real property and net
bonded debt per capita. Table II-7 provides a statement of future annual debt service requirements on the
City's existing general obligation bonds.

Table II-2
City of Norfolk, Virginia
General Obligation Debt Statement " AR

Projected as of

January 31, 2010
A. General Fund Bonds Outstanding Debt OO $ 778,679,295
B. Enterprise Fund Bonds Outstanding Debt @ 126,231,893
C. Total General Obligation Bond Indebtedness Outstanding Debt (A+B) $ 904,911,188

Source: Department of Finance, City of Norfolk, Virginia.

Notes: 1)

@

3)

“4)

®)

(6)

(N
®)

The amount of general obligation bonds authorized by ordinance for Capital Improvement Projects, but not
yet issued is $124,801,313.

Water Revenue Bonds, Wastewater Revenue Bonds and Parking System Revenue Bonds are excluded from
enterprise fund debt, since these bonds are payable solely from the revenue of their respective enterprise
activities.

Reflects only bonded debt and does not include the City's capital lease obligations. See Table II-8 for
information about the City's capital lease obligations.

Defeased bonds are not included in gross debt. Funds to redeem these bonds have been irrevocably deposited
with an escrow agent.

Includes the bonded debt of the Environmental Storm Water Fund and the Towing and Recovery Fund,
which are both special revenue funds.

Includes the remaining balance of $1,900,000 on a general obligation guaranty of $3,300,000 of bonds issued
by Norfolk Redevelopment and Housing Authority in August 1998. The bonds mature on August 15, 2015.

There are no overlapping or underlying taxing jurisdictions in the City.

Includes the 20-year $13,000,000 Section 108 Loan with HUD supported by the Broad Creek Renaissance
TIF District, which matures on August 1, 2023.
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Table I1-3
City of Norfolk, Virginia
Key Debt Trends
Fiscal Years Ended June 30, 2000 - 2009

Gross Bonded Percent of Gross

Principal Bonded Debt to
Fiscal Year Gross Bonded Debt Outstanding Real Property
Ended June 30 (in thousands) DA Per Capita @ Assessed Value ®
2000 $ 488,352 $§ 2,083 6.03%
2001 468,445 2,002 5.54
2002 460,346 1,971 5.18
2003 460,876 1,970 4.93
2004 486,242 2,067 4.85
2005 512,528 2,180 4.68
2006 475,872 2,032 3.75
2007 576,809 2,444 3.70
2008 695,230 2,959 3.28
2009 736,163 n/a 3.39

Source: Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2009.

Notes: (1) There are no overlapping or underlying taxing jurisdictions in the City.
2) Debt payable from Enterprise Fund revenue can be found in Table II-6.

3) The defeased portions of bonds are not included in Gross Bonded Debt. Unamortized premium/discount is
not included in Gross Bonded Debt.

“) Gross Bonded Principal Outstanding Per Capita is based on the population figures from Table II-6.
5) Based on the taxable real property assessed value figures from Table II1-2.
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Table I1-4
City of Norfolk, Virginia
Principal Retirement
All General Obligation Bonds

As of January 31, 2010
Maturing By Cumulative Percent of
Fiscal Year End Amount Matured Principal Retired
2014 $332,320,498 36.72%
2019 560,487,065 61.94
2024 747,755,869 82.63
2034 897,446,188 99.18
2038 904,911,188 100.00
Source: Department of Finance, City of Norfolk, Virginia.
Table I1-5

City of Norfolk, Virginia
Ratio of Annual Debt Service to

Total General Governmental Expenditures
Fiscal Years Ended June 30, 2000 - 2009

Percent of Debt
Service To Total
Fiscal Year Total General General
Ended June 30  Total Debt Service Expenditures ® Expenditures
2000 $ 52,627,625 $ 558,439,186 9.42%
2001 55,926,535 578,776,772 9.66
2002 53,484,013 431,283,578 12.40
2003 53,258,272 451,633,988 11.79
2004 55,000,425 490,944,275 11.20
2005 58,971,773 490,923,834 12.01
2006 62,750,385 510,999,836 12.28
2007 58,045,527 539,491,519 10.76
2008 64,167,472 574,581,092 11.17
2009 71,794,806 584,533,217 12.28
Source: Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2009.
Notes: 1) Includes debt service on general obligation bonds and capital leases payment supported by the General Fund.

?2) Total general expenditures are presented using the modified accrual basis of accounting.
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Table II-6
City of Norfolk, Virginia
Ratio of Net General Bonded Debt to Assessed Value and

Net Bonded Debt Per Capita
Fiscal Years Ended June 30, 2000 - 2009

Ratio of
Assessed Value of Debt Payable Net Bonded
Fiscal Year Estimated  Taxable Property Gross Bonded from Enterprise Debt to Assessed Net Bonded Debt
Ended June 30 Population (In Thousands) Debt Revenue Net Bonded Debt Value Per Capita
2000 234,403 $ 9,325,039 $488,351,541 $ 128,007,237 $360,344,303 3.86% $1,537
2001 234,000 9,728,084 468,445,246 114,528,097 353,917,150 3.64 1,512
2002 233,600 10,204,892 460,345,861 112,049,824 348,296,037 341 1,491
2003 233,900 10,742,268 460,876,270 99,220,319 361,655,951 3.37 1,546
2004 235,200 11,483,300 486,241,680 87,635,923 398,605,757 3.47 1,695
2005 235,071 12,439,004 512,528,634 91,085,187 421,008,476 3.38 1,791
2006 238,832 14,332,318 475,872,461 93,099,000 382,773,000 2.67 1,603
2007 235,757 17,306,281 576,809,191 107,310,741 469,498,450 2.71 1,992
2008 235,092 21,227,708 695,230,000 124,092,000 571,138,000 2.69 2,429
2009 n/a 21,695,781 736,163,200 158,227,193 577,936,007 2.66 n/a
Source: The source of calendar year population estimates for 2001 through 2008 is the Weldon Cooper Center for Public Service, University of Virginia. The source for the

population figure for 2000 is the U.S. Census Bureau.
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Table IT - 7
City of Norfolk, Virginia

Long-Term Debt Service Requirements
Existing General Obligation
Debt Service @@ Plus the Bonds Total Debt @ ¥
Fiscal Year Total Debt Total Debt Total Debt
Ending June 30 Principal Interest Service Principal Interest Service Principal Interest Service

2010 $ 56,577,813 $ 29,422,108 § 85,999,921 $ 0 $ 0 $ 0 $ 56,577,813 $29,422,108 $ 85,999,921
20119 135,716,808 37,639,593 173,356,401 0 385,063 385,063 135,716,808 38,024,656 173,741,464
2012 66,227,449 32,940,862 99,168,311 500,000 378,750 878,750 66,727,449 33,319,612 100,047,061
2013 59,022,025 30,037,722 89,059,747 500,000 370,500 870,500 59,522,025 30,408,222 89,930,247
2014 51,581,894 27,721,519 79,303,413 500,000 360,875 860,875 52,081,894 28,082,394 80,164,288
2015 53,219,115 23,062,950 76,282,065 500,000 349,625 849,625 53,719,115 23,412,575 77,131,690
2016 48,067,229 23,358,953 71,426,182 500,000 337,375 837,375 48,567,229 23,696,328 72,263,557
2017 44,213,557 21,237,503 65,451,060 500,000 322,625 822,625 44,713,557 21,560,128 66,273,685
2018 41,757,558 19,332,499 61,090,057 500,000 307,000 807,000 42,257,558 19,639,499 61,897,057
2019 40,874,109 17,460,220 58,334,329 500,000 289,500 789,500 41,374,109 17,749,720 59,123,829
2020 39,828,227 15,651,102 55,479,329 500,000 271,125 771,125 40,328,227 15,922,227 56,250,454
2021 37,898,886 13,858,321 51,757,207 500,000 252,625 752,625 38,398,886 14,110,946 52,509,832
2022 37,223,269 12,174,595 49,397,864 500,000 232,625 732,625 37,723,269 12,407,220 50,130,489
2023 35,844,570 10,513,283 46,357,853 500,000 211,000 711,000 36,344,570 10,724,283 47,068,853
2024 34,598,852 8,919,154 43,518,006 500,000 189,000 689,000 35,098,852 9,108,154 44,207,006
2025 30,204,395 7,453,170 37,657,565 500,000 166,625 666,625 30,704,395 7,619,795 38,324,190
2026 27,270,424 6,075,194 33,345,618 500,000 144,000 644,000 27,770,424 6,219,194 33,989,618
2027 26,202,159 4,815,824 31,017,983 500,000 120,000 620,000 26,702,159 4,935,824 31,637,983
2028 21,183,341 3,687,986 24,871,327 500,000 96,000 596,000 21,683,341 3,783,986 25,467,327
2029 11,220,000 2,629,478 13,849,478 500,000 72,000 572,000 11,720,000 2,701,478 14,421,478
2030 11,365,000 2,012,581 13,377,581 500,000 48,000 548,000 11,865,000 2,060,581 13,925,581
2031 11,505,000 1,431,020 12,936,020 500,000 24,000 524,000 12,005,000 1,455,020 13,460,020
2032 1,495,000 756,820 2,251,820 0 0 0 1,495,000 756,820 2,251,820
2033 4,970,000 522,061 5,492,061 0 0 0 4,970,000 522,061 5,492,061
2034 1,650,000 407,466 2,057,466 0 0 0 1,650,000 407,466 2,057,466
2035 1,730,000 318,409 2,048,409 0 0 0 1,730,000 318,409 2,048,409
2036 1,820,000 225,098 2,045,098 0 0 0 1,820,000 225,098 2,045,098
2037 1,910,000 126,255 2,036,255 0 0 0 1,910,000 126,255 2,036,255
2038 2,005,000 23,474 2,028,474 0 0 0 2,005,000 23,474 2,028,474
Totals $937,181,680  $353,815,221  $1,290,996,901 $10,000,000 $4,928,313 $14,928,313 $947,181,680 $358,743,533  $1,305,925,213

Source: Department of Finance, City of Norfolk, Virginia.

Notes: 1) Figures may not sum due to rounding.

?2) Includes principal payable from the City's enterprise funds.

3) Existing General Obligation Debt Service includes self-supporting principal payable from the City's Environmental Storm Water Fund, and the Towing and Recovery
Fund, which are both special revenue funds.

@) Includes estimated net debt service on the City's General Obligation Variable Rate Demand Bonds, Series 2007, assuming an average interest rate of 3.74%.

5) Includes the debt service on the City's $74,790,000 General Obligation Bond Anticipation Notes, Series 2010C and Series 2010D (the "Notes"). The principal payable in
Fiscal Year 2011 reflects the $74,790,000 principal amount of the Notes payable on their April 1, 2011 final maturity date, even though the City expects to refinance the
Notes and amortize the principal over a longer period.
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DEBT INCURRED BY OTHER GOVERNMENTAL ENTITIES

Overlapping Debt

The City is autonomous from any county, town or other political subdivision. There are no
overlapping or underlying taxing jurisdictions with debt outstanding for which City residents are liable.

Short-Term Borrowing

The City has not borrowed on a short-term basis for working capital purposes in the past five
fiscal years.

Capital Lease Obligations

The City leases certain computer, automotive, solid waste automation and other heavy equipment,
which are recorded at a cost of $1,574,389. No additions to Capital Leases were recorded in the fiscal
year ended June 30, 2009. The remaining debt service requirements will be retired by funds from the
General Fund on the aforementioned contracts as summarized in Table II-8.

Table II - 8
City of Norfolk
Capital Lease Obligations
Fiscal Year Capital Lease
Ending June 30 Obligations
2010 $ 1,175,524
2011 398,865
Total minimum lease payments 1,574,389
Less interest (39,108)
1,535,281
Less current portion (1,175,524)
$§ 359,757

Source: Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2009.

Water Revenue Bonds

Since 1993, and for all future financings, capital improvements of the Water Utility System are
anticipated to be financed with revenue bonds. The revenue covenant for these revenue bonds requires
the City to establish, fix, charge and collect rates, fees and other charges for the use of and for the services
furnished by the water system, and will, from time to time and as often as appears necessary, revise such
rates, fees and other charges, so that in each fiscal year net revenues are not less than the greater of (i) the
sum of 1.1 times senior debt service and 1.0 times subordinated debt service for the fiscal year and (ii) 1.0
times the funding requirements for transfers from the revenue fund to the operating fund, the bond fund,
the parity debt service fund, the debt service reserve fund, the subordinate debt service fund and the repair
and replacement reserve fund. Fiscal year ended June 30, 2009, results reflect compliance with this
requirement.
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Parking System Revenue Bonds

Since 1997, capital improvements of the Parking Facilities Fund have been financed with revenue
bonds. The revenue covenant for these revenue bonds requires the City to establish, fix, charge and
collect rates, fees and other charges for the use of and for the services furnished by the parking facilities,
and will, from time to time and as often as appears necessary, revise such rates, fees and other charges, so
that in each fiscal year net revenues are not less than the greater of (i) the sum of 1.25 times senior debt
service and 1.0 times subordinated debt service for the fiscal year and (ii) 1.0 times the funding
requirements for transfers from the revenue fund to the bond fund, the parity debt service fund, the debt
service reserve fund, the MacArthur Garage reserve fund, the repair and replacement reserve fund, the
surety bond interest fund and the subordinate debt service fund. Fiscal year ended June 30, 2009, results
reflect compliance with this requirement.

Debt History

The City has never defaulted in the payment of either principal of, or interest on, any
indebtedness.

Capital Improvement Program Budget

The City has a Capital Improvement Program (CIP) Budget which plans for capital type
improvements for a five-year period. This CIP Budget is reviewed and revised annually.

The City approved its fiscal year ended June 30, 2010, CIP Budget on May 19, 2009. The total of
the CIP Budget for fiscal year ended June 30, 2010, is $160,393,568. This includes a $17,888,004
transfer from the fiscal year ended June 30, 2010, Operating Budget, which reduces the City's reliance on
bond financing. Five years of CIP activities have been planned in the approved fiscal years ended
June 30, 2010 - 2014 CIP. Future year projects in the CIP Budget are considered for planning purposes
only and may be modified, at any time, by the City Council. In addition, the CIP Budget is used by the
City as a means of identifying short- and long-term needs and as a guide for identifying various funding
sources for future CIP Budgets.

The CIP Budget is developed in coordination with and at the same time as other City budgets. It
is prepared for submission by the City Manager to the City Council concurrently with the Proposed
Operating Budget. Hearings are held as appropriate, and the final CIP Budget is adjusted with a
determination being made of the source and amount of funding to be recommended for each item.

The fiscal year ended June 30, 2010, CIP Budget is summarized in Table II-9. Table II-10
summarizes the CIP for fiscal years ended June 30, 2010 - 2014.
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Table I1-9
City of Norfolk, Virginia
Capital Improvement Program for Fiscal Year Ended June 30, 2010

Approved
Budget
Uses FY-2010

General Capital Projects $ 121,543,568
Parking Fund Projects -
Storm Water Fund Projects 3,500,000
Water Fund Projects 18,850,000
Wastewater Fund Projects 16,500,000
Towing and Recovery Fund Projects -
Total Capital Program m
Appropriation Source
General Capital Projects

From Bond Issue $ 103,855,564

From Cash 17,688,004
Parking Fund Projects

From Bond Issue -
Storm Water Fund Projects

From Bond Issue 3,500,000
Water Fund Projects

From Bond Issue 18,650,000

From Water Fund Cash 200,000
Wastewater Fund Projects

From Bond Issue 16,500,000
Towing and Recovery Fund Projects

From Bond Issue -
Total Capital Program $ 160,393,568

Source: Capital Improvement Program Budget, Fiscal Year Ended June 30, 2010.
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Table I1-10
City of Norfolk, Virginia
Capital Improvement Program
Fiscal Years Ended June 30, 2010 through 2014

FY 2010 -2014

Description FY-2010 Budget FY-2011 Plan FY-2012 Plan FY-2013 Plan FY-2014 Plan Total

General Capital

Schools $ 5,020,000 $ 17,700,000 § 10,100,000 $ 2,500,000 $ 2,500,000 $ 37,820,000

Non-Schools 116,523,568 115,728,458 64,803,182 36,711,728 30,757,228 364,524,164
Total General Capital 121,543,568 133,428,458 74,903,182 39,211,728 33,257,228 402,344,164
Storm Water Fund 3,500,000 3,500,000 3,500,000 3,500,000 3,500,000 17,500,000
Parking Facilities Fund - - - - - -
Wastewater Fund 16,500,000 16,500,000 16,500,000 16,500,000 16,500,000 82,500,000
Water Fund 18,850,000 7,400,000 12,830,000 4,352,000 5,800,000 49,232,000
Towing and Recovery Fund - - - - - -
Total Capital Program $ 160,393,568 $ 160,828,458 § 107,733,182 § 63,563,728 § 59,057,228 $§ 551,576,164

Source Capital Improvement Program Budget, Fiscal Year Ended June 30, 2010.
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PART IIT
FINANCIAL INFORMATION

Fiscal Year
The City's fiscal year commences July 1 and closes on June 30.

Reporting Entity

For financial reporting purposes, in accordance with generally accepted accounting principles
(GAAP), the City's financial statements include the City of Norfolk (primary government) and its
component units.

e The School Board of the City of Norfolk;

e The Employees' Retirement System of the City of Norfolk (ERS); and

e The Norfolk Community Services Board (NCSB).

Complete financial statements of the individual component units can be obtained from their
respective administrative offices. Contact information for such administrative offices can be obtained
through contacting the office of the Director of Finance of the City.

BASIS OF ACCOUNTING AND ACCOUNTING STRUCTURE
The City's financial statements include the following sections:

Management's Discussion and Analysis (MD&A).

e The MD&A introduces the basic financial statements and provides an analytical overview of
the government's financial activities.

Basic Financial Statements. The Basic Financial Statements include:

e Government-wide financial statements, consisting of a statement of net assets and a statement
of activities;

¢ Fund financial statements consisting of a series of statements that focus on information of the
government's major governmental, enterprise and fiduciary funds and component units; and

e Notes to the financial statements provide information essential to a user's understanding of
the basic financial statements.

Required Supplementary Information ("RSI"). In addition to MD&A, budgetary comparison schedules
are presented as RSI along with other types of data as required by the Government Accounting Standard
Board ("GASB").

The government-wide financial statements are reported using the economic resources,
measurement focus and the accrual basis of accounting, as are the proprietary fund financial statements.
Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows. Property taxes are recognized as revenues in the year for which they are
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levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed
by the provider have been met.

Governmental fund financial statements are reported using the current financial resources,
measurement focus and the modified accrual basis of accounting. Under this method, revenue and related
assets are recorded when they become both measurable and available. Revenues are considered to be
available when they are collected within the current period or soon enough thereafter to pay liabilities of
the current period. For this purpose, the City generally considers revenues, except for grant revenues, to
be available if they are collected within 60 days of the end of the fiscal year. Property taxes due and
collected within 45 days after year-end are recognized as revenue. Those not collected within 45 days
after year-end are reported as deferred revenue when received. Expenditures generally are recorded when
a liability is incurred. However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded when payment is due.

INDEPENDENT ACCOUNTANTS

Section 99 of the City Charter requires that "...as soon as practicable after the close of each fiscal
year an annual audit shall be made of all the accounts of the city offices...by certified public accountants
selected by the council..." The firm of KPMG LLP served as the City's independent auditors. The
audited general purpose financial statements for the fiscal year ended June 30, 2009, are published in
Appendix A with accompanying notes.

BUDGETARY PROCESS

The City Charter requires that no less than 60 days before the end of the fiscal year, the City
Manager must submit to the City Council a proposed balanced operating budget for the ensuing fiscal
year that commences July 1. The Public Schools' proposed budget is approved by the School Board,
transmitted to the City Manager for review and then submitted to the City Council for consideration as
part of the City's general operating budget. The City Council is required to hold a public hearing on the
budget at which time all interested persons have the opportunity to comment.

The financial forecast, the first step in the budget process, is an essential component of the annual
process of assessing the City's overall financial condition and looking at its finances in a multi-year
context. The primary objective of the financial forecast is to project where current budget decisions lead
in terms of future revenue and expenditures and their impact on the City's financial stability. This,
therefore, provides the opportunity to proactively evaluate policies with the goal of maximizing
opportunities or, in the worst case, minimizing the negative impact of economic downturns.

GENERAL GOVERNMENTAL REVENUE
Overview

General governmental revenue is derived from general property taxes, other local taxes, permits,
privilege fees and regulatory licenses, fines and forfeitures, use of money and property, charges for
services, recovered costs and non-categorical aid, shared expenses and categorical aid from the
Commonwealth. General Fund disbursements include the normal recurring activities of the City, such as
police, public works, general government, transfers to the School Operating Fund for local share of costs
and to the Debt Service Fund to pay principal and interest on the City's general obligation bonds for other
than enterprise fund purposes.
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Property Tax Rates, Levies and Collections

An annual ad valorem tax is levied by the City on the assessed value of real property located
within the City as of July 1, and on tangible personal property located within the City as of January 1.
Real property taxes are the largest single source of tax revenue. Tax rates are applied to the assessed
valuation of property.

The ratio of the assessed value of real property to its estimated fair market value is 100% (other
than public service properties). The City taxes several categories of personal property, each of which is
assessed on a different basis. Machinery and tools are assessed at 100% of original cost; vehicles and
boats are assessed at 100% of certain published loan values; and mobile homes are assessed on the same
basis as real property.

The City has the power to levy taxes on property located within its boundaries without limitation
as to rate or amount for the payment of its obligations. Rates are established by the City Council. The tax
rates approved in the fiscal year ended June 30, 2010 Operating Budget, on each $100 of assessed value,
which remain unchanged from the previous fiscal year, are: $1.50 for recreational vehicles; $2.40 for
airplanes; $1.11 for real property; $4.25 for personal property; $4.25 for machinery and tools; and $1.11
for mobile homes. The rate on personal recreational boats consists of a decal fee of $10 or $25,
depending on the length of the boat plus a tax of $0.50 per $100 on the assessed value of the boat. The
tax rate for commercial boats is $1.50 per $100 of the assessed value of the boat and a boat decal is not
required. The tax rate for real property located in the City's Business Improvement District is 